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Dear Mr Utzschneider

We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

You-have askedthe Division of Corporatton Financefor no-action relief during

the applicable Relief Period for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own

outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of
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securities that they would be deemed to beneficially own within the MS
Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule Oa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

13f of the Exchange Act and Rule lOa-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatmerit of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.81b Accordingly your letter and our response will not be made public until

the earlier of1 the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions.1 This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim Osterman

Chief Counsel and Associate Director Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MSSB
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Be MorganStanley$mith Barney 1equest for NoA tionPosition

Secfton t3 and Sedion.16 and.RaIe 1Oa-3T

Ladies and Gtit1ffien

This
tetter.iieithiuestsfor nn.fonbh1fofMon

Stanley Smith Rantey LLC 4MSS and its Itiiuate parnts Morgan Stanley

Mogan.ai1 and together with tsaffihiate other than 1otdinsas defined

be1ow MSS8 and other ditectind mdtrect subidianes of Holdig the Mgg
and Citigroup Inç Cn OM and together with its affihs other

than Hoidngs MSS13.and..other .dfrót..anti ledireci idiatksHokfingsgfl Specifically the purpose of this letter isto request that the Staff

the of the Division of
Corporation Finance and the Division of Investment

Management the Securities and Exchange Comnussion the Commissioxf or the

sc.tiatthey.woukl trecom tend to the Coimnission that it take

enforcement action against MSSB the Morgan Stanley Parties or the Catigreup Parties

under Section 13 and Section 16 of the Securities Fx bangeAct of 1934 the

OtV

As ds sedlilfir b1ow th businesses beingconfributd.to e.jointveptures will

include certain non-U.S affiliates which will he separate subsidiaries of Holdings as
defined below Pot purposes of thin discussion MSSB will include Holdings and cuch

affiliates notwitbctandnig the fact that such affiliates techmcally will he separate

ibsIdiaries of Holdings

1u LiP

ioduirn1 Tr mntReqtcd1y MSSL3 MqgaStanky andCnrup -OCt
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and Rule 1Oa3T ththderifMSSB the Morgan Stanley Paftiós and

Cligroup Pardes..t poraiiI report positions.onthe basis described below

To provide ybu with necessary backgroun4 Part of this letter provides

umrnary of the partis resectwe reporting oWigatien and th re1efrequestL Part

provides an overview of the frmation and structure of MSSB Part Ill prOvtd
discussion of the management and stuctur of MSSB expected to be in place on the

closing of the transaction Part LV provides temporary proposal for nionitoæng and

reporung under Sections 13 and 16 and on forni SF1 assuming the requested relief front

the taf is granttd and summarizes the intennon for such morntormg and reporting

aftethpeiiod for requested relief has passed PartY provides rationale.for the

requested relief

xei1ew of Required Reportmi and Requested Relief

Required ieporivig4s fLegd bay One AbcentReIef

As dtscused more filly ni this letter Morgan Stanley and Citigroup will mitiafly

indirectly own 51%iad 49% respectively of MSST and eaoh will have certain board

representation and other rights result each of Morgan Stanley and Citigroup

believes that under Section l3 and Section 16 as of Legal Day One as defined below
dnd absent relief it would be required to either

aggregate securities beneficially owned by

it with secumics beneficially owned by all of MSSB or to unpieinent appropriate

mfsrmatioti barriers to allow it to disaggregate from MSSB for these purposes in
aeordance with the SECs dcsaggregatipn guidance in its Release No 343953g January

12 1998 includrog the use of intrtnation barriers the Dsaggrcgation Guidance
Absent elief Legal Day Orie MSB would be required thseparatety report the

seeurles it benetcially owns Also on Legal Day One absent relief eithejt each ci

Morgan Stanley Citigroupi and MB wotild be requfred to report on Forms E3F and Sfl

We note that in .itianyIinstan .whereMSSB may have reportingrequfrernónt it may
report tly with oner more oflts..parents

Eaeh of Morgan Stanley and Citigroup currently flEes one Form 13F and one Form 511

report for all of its afti listed entities

IL niuiat flqtt4 by MSSB wdCiju-.OO2
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postins with
respect to securities over whioh respectively has investment thseretton

or itt which it has reportable short postttQn engages in rcportahle short transaction

ot iiMorgan Stanley would be required to aggregate and reportsecurittcs over whieb it

bs eStirtetit thsretion or in whith it has reportable short positkin or engages in

reportable short transaction with all securities over wbdi MSSI3 has investment

discretum or in which it has reportable short position or engages in reportable short

transection and Citigroop would report separately onb the securities over wiuch it has

ictirient discretion or in which.it.has repoitbk short position engsgØs ma

RCqedII1-.LegUIDaV One TlroaktheApp1lcabk Riief Period

as defined below

The parties request relief such that with respect to the Mgan Stanley Parties

uitI the Citigciu Parties until the esther ofl the date on which Morgan Stanley or

Citigroup as the case may be can disaggregate its position monitonng or eprting froin

or aggregate its poSthon inca aoring and reporting with MSSI3 in each case consistent

with the
reporting method described in Part beIow or September 30 2OO9 and

with respect to MSS13 until the earlier of the date on winch each of Morgan Sianley

and Citigroup can disaggregate its position monitoring and reporting from MSSI3 or

September 31 21JQ9 in each case uc%h prrod is referred to as the applicable haf
jpr for such..party for purposes of Seetipa 13 and Sectióni i1rtliig

The Morgan Stanley Parties will aggrigate aadrcport the securities they

beneficially own outsuleMSSI3 with the secutities thattbey would be deemed to

beneflcmflv own within the MS Channel as detleed below anhnay eelude
the securities that they would be deemed to beneficially own within the

Channel aS defined below
The Citigroup Patties will aggregate and report the seuriries they beneficially

own outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel and may exclude the securities that they would be

41d to beileficiatly.OWn within theMS Channel and

MSSB will not separately report securities beneficially owned by IL

The parties also request relief under whicb until the end of the applicable Relief Pertd
lbr purposes of Forms l3l and Sf1

The Morgan Stanley Parties will include the securities over which they have

nwesffiient dicretin or in which they have reportable short position or engage

to reportable short sale with the securities over whith the MS Channel has

mvestrnentdiscretton or in which it has reportable short
position or engages in

.arepcittlble short sale and may exclude the securities overwiiicb thà.SB

A3l2525tl3
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Channel has in stnetdiôretiónór.in which it has areportable skrtposition
or engages in teportable short a1e
The Citgroup Partica wilt include the securities over which they have

investment discretion or in which they have reportable short position or engage
in reportithie short sale with the securities over winch the SB Channel has

investment discretion qria which it has reportable short position or engages in

areportabEe short sale and may exchide the seeurthes over which the MS
Channel has investment dtscretion or in which it has reportable short position

engages in reportable hoit arid

MSSI3 wifl mJ iceflfligs to indieat that secnnties over which ii has

investment diseret1otrr in winch it has aportable short position or enage in

reportable short sale irre included in reports by the Morgan Stanley arttCs and

iheCitigroup Parties

During the Citigroup Partles Relief PeriOd the securities held by thCSi
Chantiel will be reported by the Citigroup Parties During such Relief Period the

Citigroup Parties will include legend on their Form 13P reports and Form SF1 reports to

indieat that such reports include securities held by the 513 Channel During the

Ciligroup Parties Post-Rehef Period as defined betaw the Citigroup Parties will not

report for cithar the SB CliaænØLQr.MSSB

Dunrtg the Morgan Stanley Parttst Relief Period the seturthes held by the MS
Channel will be reported by the Morgan Stanley Parties During such Relief Penod the

Morgan Stanley neswtll mlude legend on Their Point 3F reports and brnI SR
reports to mdicate that such

reports include secunties held by the MS Channel

Durmg the Morgan Stanley Parties Post-ReliŁfPenod the securities held by
MSSB nia be reported by the Morgan Stanley Parties in which case the Morgan Stanley

Parties will include legend on their Penn 1W reports and Fonn SR reports to indicate

that such
reports include securities held by MSSB Under such ireumstances MSSB

will Mibimi
nOticereports state that MSSJYs reportable securities are included on the

Morgan Stanley Partie rorm l3Vreports and Ponn SF1 reports as applicable

A1tenvc1y during the MmgÆnStanley Paine Post-Relief Period itte iecunties held

by MSSB may be reported by M5513

Therefore no later than October 2009 the Citigmup Parties will notreport
on either Form .13F or .Ftirm SH any securitiesover which SR has investinent

nfldead Trea1niat1tequtcd by MSSiI Motgnianky ndCugroup-
4M302825e 13
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discretion and 2itherEhe Moigan Stanley Parties or MSSBwiIlreport.àiFónü 13F

and Form Sfl all securities over which MSSII has uiestment discretion4 is anticipated

that MSSI3 will be meludedas an other mciuded manager on the Morgan Stanley Parties

Form 13F holdmgs reports and Form SH entries reports and MSSfl will continue to

make notice filings with respect to both Form 13F and Fom SH at some point during

calendar year 2T0

Poltowiiig the Relief Periods

Jgflowmg the applicable pariya Relief PeriQd with such period as it refera to th
app1icale party relrted to as the for puiposes of Section 13 and

Section 16 reporting

4. The Morgan Stanley .Pattie.iil.e1the1 Æregate thestalie.the

beneficially own outside MSS with all securities bentficiitly owned by MSS13
or implemertt appropriate information harners to allow theni to disaggregate

from MSSI3 for tbee ptuposes In accctdgnce with th Disaggregatton OuidanCei

The Ciugroup Parties will implement appropriate inibrimation barriers to allow

The4uto
disaggregate

from MSSI3 in accordance witK the Disaggregation

Chndatce and acoordmgly will report only those securkies they beneficially

own utsiMSS13 and

Wheze requiter MSSI will separately report the securthe it benefleially owns
either it stand-alone filing orajoinf filing with the Morgan Stanley PartIes

püanttoRuló ld4k ór16a3Cj as sp.iicale

ith respcno Forms .13F andSH ejthór

The Morgan Stanley Parties the Cmgrnup PartIes and MSS8 will separitely

report the securities over which tIie respectively have investment discretion or

has reportable short position or engage ma reportable shortsa1e

4The
parties recognize that Form SU was adopted pursuant to tcmporar nile set to

expire on August 2019 and expect to follow similar approach with respect to any

successrrtile and/or farm

Morgan Stanley currently .óxpcctsto disaggregate frcrnMSSB but the timiiig for such

diarcfion is uncertain

ci1uej by M$SB MogiStank mdttlgrQup
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TheMorgan Stanley Patties wiflinekide lathe portsthe seewities over which

they hase in stineitdiscrction or in whieh they have reportabk short position

or engage inareportabIe short sale and all securities over which MS313 has

mvestment diseretion or in which It hs reportable short position or engages in

reportable short sale mdmlinclude legend an the front page of such report
to idkate that inforn n.reard ingMSSB is inàhidedithinatidtho

itigrotip Parties will rtort separately ony the securities oser which they have

investment discretion or in which
they have reportable short position or engage

fri atepôrtable

In the case of the second of the tco options above MSSB will make notice

filings to indicate that securities over which it has mvestment discretion or in

which it has reportable 5hrtposition or engages in reportable short sale are

included in repo1t by Icy Parties

flurnig the parties applicable Kelief IPertods and Post-Relief Period the securities held

by theSBChanneLar .theMChatinei witlatidl.tirne

obligation at least one of the Morgan Stanley Parties the Citigroup Parties and MSSI3

fl Descrtptioa of MS idtheThrnsacdou .MSB

MBis Eelaware limited liability company formed on.Pebmaiy .209 All

membership interests in MSSI3 are owned by Morgan Stanley Smith Barney Holdings

LLC Detavare limited

Holdings .MSSB bnrted pursuant tea JOint VntureCntiibutionand.
jormation Agreement dated as of January 13 2019 the
and between dtigroup and Morgan Stanley Pursuant to the Confribution Agreement and

subject to the completion of defitutive lhmtied liability qo any greemein to be

entered intoat the closing Ciugaup and Morgan $tanlqy have agreettoconthbute

certain assets and bUSh eatiMSSB4JWC ibutód ut With CŁrtÆifl

exceptions the Ciugroup Contributed Businesses the SB ChanneF include Citigroups
retail brokerage and futures business operating under the name Smith Barney in the

United States and Australia and under th name Quilter in the United Kingdom Ireland

and the Channel islands With certain eceepuons the Morgan Stanley Contributed

Businesses the MS Cbaqnej arid collectively with the SB Channel the Chatmels
include Morgin Stanley Global Wealth Management business and its private wealth

management business on worldwide basis In th United States the Citlgretp

Contributed Businesses are couducted ptmcipally within Citigroup Olobal Markets itte

CQMr Citigroup subsidiary and the Morgan tatt1ey Contributed l3ustnesses are

conducted within Mgan Stanley Ce Incorporated MOrgan stanley

subsidiary The piimary business of MSSI3 will beretail brokerage and private afth
management Although M5513 through the MS Channel as defThed in the paragraph

above will engage in limited.amount of Section 113.eiigible prn altrading such

ii CtUP
MSsl Srinh mlCileup-UU6

A3O25Oi
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fr4j
.y6 icr the purpose of façThtatngtistonets adisexpeced

to represent ràtatwely small portion
of its overall activities The intitutiona1 buiiuesses

of MS and CGM sugli as underwriting advisrng on rnergers and aeqiisitious and

rnstitutional and propnetaty trading and underwritmg will remarn in MS and COMI and

areiot being contributed to MSSB

it is.the intention ofCitigroup and MorganStanky..that lbllawing.the.closing of

the transaction the Contributed Businesses currently conducted by CGMI and MS in the

United States..witl be conducted by MSSB the sainefashlon

lindteditodilcations ihecosingofthetransaetion is.expected to oecur as oiMay3t
2009 the aW aM Jane 12009 the target first day of MSSB ptmtIons

LeggJavQii MSSW business w1t be catned out by appmximaiey OtX
finaneial advisors in the United States whose registrations tvilt be transfened to MSSB
lOrLegiil.DayOne..dOe.tO tbe si.atidcOinpidty ftheconthinedentityMSB
intends to make as fw chatiges as possible to legacy otgamzationat operational and

supervisoiy structures as they urrendy exist CGMI and MS Motsigrnfianly tar

iperitid of tjnie..the U.S custOmers ofth SB Channel will entinie to have their

trarisactionscleared tbroiigh.and have their cOstcmer accounts eustodied and edby.
CGML and custQmers of the MS Channel wifl continue to have their transactions

cleared through an4.havetheir customer accounts utg4ied anLeanjed hy MS As part

Of this cleathigfànctiothºicesto be providedby M8and COMI will inciude

clearing and settling secuntie transactions providleg trade aonfimationsandeustonier

statements and pedotuung catam oastuermg functions custody servtces and retated

erviges tiuniber oFfiiaetions including regufatoty compliance tuidsupervisory areas

wifl be coordinated and aligned and othera will be centrafled pursuantto umbreUa

programs and pOlicies that will overlay the legacy programs and polices of the

Channels Over time and following the parties applicable Relief Perids it is expected

thatthetwo Channels wifl.be integrated into oneoperationand.thatuitlthately
will been Ily $1f-deaiitigarid custody and carry its own customer accounts

At the close of the transaction through %arwos subsidiaries Morgan Stanley will

OWn 51% oflioldings and Citigrotipwlli 9%iiiokfings Asioted..abovn the

Contnheted Businesses wilt include certain additional non-U affiliates of Morgan

6The MSChanueiemploys afulitinie fixed income trading busines collectivelythe This Dtk trade lillition and

for ietar trading.purposes

Ganfld siid1

528L13
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Stanky and Citjgroup aiL.of wheseholdings in SECregisthrec securities will need to be
talen into account fbi- moæitoripgandrepoitingIpurpcses

Holdings will ged by abosrd dittors cOnsiting of four Morgan
Stanleydesignees two Citigrou designeesand thoseniorniost

Operating executive of

Holdtngs subjeot to certatu requirements 3oard decisions will be made or delegated to

Holdmgs management by majority vote provided that each af Morgan Stanley and

Citiroup will have veto rights with ncveæanrnatters

Morgan Stanley wdl be pmvtded with ertam call nghts exercisable fbllowmg
the third fourth and fifth ann1vtsaries the tosmg or upon change in control of

Cttgroup which ultimately may give Morgan Stanley full onttol ofl4okhns Citigroup
will be provided certant put rights exercisable upon change meontrol of Morgan
Stanley or under certain etrcumstance following the sixth anawersary of the closing
Both Morgan Stanley and citigrqpwifl..be subject toe .rostrietiôæs on transfers of
interests in Holdmgs and on operating acqwrug or holding entities that engage in certain

restricted businesses Each will have customary reglswanon rights from the earlier of an
IPO and the sixth anniversai of c.losing

Prior to and following the closing MSSI3 will wrk to ThtegrateThe information

technology 1T ystcmsfor both Channels Due to the massive scale of the joint

venture hqwever creating an integrated IT system from the CUMI an$ MS legacy 11

systems will
require extcnsiveehanges.topiuhjJesystems covering arauge of business

uses and
multiple client co1ninumcatiens and for some tune there will her both product

data sad system dssànange

ill Manaeinentand.Stiucsure of

gnfMSSEaAifLerggj Dy One

As at Legal Day One the MSSB executive management team is expected to be

in place Most members ofthe MSSB executive management team wili be employed full

tune by and will provide alt of their prolbssronal services to MSSJ3 Bowevr in some
Instances certain members of the team will have additional responsibilities at their

respective legacy employers at least through the transition period James Oorman the

Chairman and CEO MSSB

Likewise certain other members of MSSI3 management will retain

responsibilities at Morgan Stanley in administrative functions nicludnig Operations IT
human resOurcCs andlegaiHowever it is nut eurrentlyanticipated that

.any of these

people will be involved in dircctmg effeetin or recommending transactions in securities

or voting securities on behalf of MSSB or Its cistomers There wilt be other MSSB
people who may hayc .ongoingresponiijtis.at Morgan Stanley and/or whowill be
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involved in directing the votingand invetrnentofsØcujitiŁs at MSSB Howeveçin..light
of the protections to be unpleinented See Inationiiarrzers be1ow MSSI3 and

Morgan Stanley will noishare information abeut their respective coniers.tradin.g.or
their proprietary fradmg except as necessary to rndtcate the existence of

inventory or to

facilitate an MSSI3 trade In additron in order to satrafy various flnanetal Industry

RguIaroiy Authority requlrement8 tegatdurg review of research distributed and

martetug materiak created by MSSS there may be bmited number of enaploees of
the Caigroup and Mogan Stanley affiliated breker-dealers who will he dualyregistered
with MSSB for certain period Despite the overlapping rsponsrbihties of these

hrviduaIs during the partie appieable Relief Periods based on the separate nature

of the two Channels the Iwo Channels independent proeesses for making vtiting and

Investment deeiions as described further below and nicertain protections that

Morgan Stanley and Citigroup will implement as deSeJibed further below voting and

inVestment deeisicm in the WCbatn ils will óOnslstent with tbe.prOpósal tbr

ntoiiitoriflgand.Xeporting durtig thpaiti applicable chef Periods

11 Int EfforsuDateJ7 Mmareu atdOthr

As diseuss her herein the integ ration of tire IT sytisivoitsive
and difficult undertakmg that will take mnth to eotnplet Likewise rntegtating the

to Channels employees flier litres arid ether systems wilt be chalknging Physical

spacewill integrated Legal Day One only as ks ep1re andthe busMes
rationale favors combining facilities Systems other than the 1Tsystem will be

mtegrated only as necessary to appropriately account for MSSI3s operations Execntive

management of MSSB will share space in Wesithester County New York of Legal

Day One Iowever generally einployce will continue to work in the offices in which

they currently work arid on the systenis on which they currently work The Integration

process will be gradual an4 will take 12-24 months to complete With few exceptions
until the end of the 1eIief Periods fr both

parties the two ChannetawiIl continue to

..operat indepelidentIy

ng dIiivesarni cI sforAL5SIJ Thriiig.th.RfPerkdx

voting and InvestmentDiretion within thgn
Within the MS Chªrmel the ipethbdology for etng ardinvestment decisions.i

as foftows

jpp J1J W/fl1/t/W MS Charniel dcretiômiryau MS Channel
representatives make independent investment

decisions for customer accounts over which
they havie been granted

discretionary authority by the customer These decisions are made

independently by the representatives themselves and ar not coordhtated

tli repr.sentatives MSCh arinel representati ves dO nOt me

byM4cu
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voting decisiOns with Lspect to discretionary customer accounts

Rather the MS Channel transfers dtscretionay %otmg authority to third-

party proxy advisory fi1ms RiskMetncawluth vote the securities

haed ot their ow iotintreeomm endÆtions In rar Æncesati MS
Channel voting comuuttee may override the pry advisory firm voting

recommendation or make the voting decision whçn the proxy advisory

firm haano ndation Thi satne process pp1ies to non
thscretionary customer accounts where the customer requests that the MS
Channel as .c lent service matter vote proxies on behaf the

customer

For SCha Jihfrdpwiy mcag count programs The MS
Channel is nOt grane4 etinaty authority over thir4paæy managed

accotmtseitheiwithrepect to investtneideeisioiis voting .Rathàr

MS Chanei customers grant voting ad nriestment disovetmn to the

thardparty manager of theaccount Aecordtngly the third-party manager

makesvotingand invest entdecisions. for tlie.ctistomers in these

managed accountS

.Voting and Thves1ment.DiseretionnØSBCggeI

Withinthe SB.Channei.thetnethodoLogv foc.votIng and investmcnt decisions isimilar

For cztorner acccuntsaier whkhJ SBChameI.1zadiornnv
authorffij ThSBChe1hponelwho develop sector illocÆtion

targets whathiire then shared with hidMduat financial advisors or are

incorporated into investment advisory accounts For most dcretionuiy

accounts the

reconimetidattons of Citigroup research For investment advisory

programs which in1ude asset alkication features the tinancial advisors

assiSt clients in choosing an asset allocation model which is comprised ot

mutuaLfiuids exchange-traded fends orseparatey.managed
accounts managed by third party manager In some cases the

financial adyiSors may choose such mutual funds ETFS or separately

managed accounts The SBChnnel generally makes votingIdØdsions

for eustomers to the to on endations of Thir4y proxy
advisory firms RikMótrts In relatively small number of cases

recomnendations oting dcisions areiade by committee of
emplOyees the S13Channel

For Smith Barney thfrd-parzy rn aaowztpf.grams TheS8
Chªnnel..dekgates The discretionary ailthority that itis granted by fl

fidaUtriatmeniRequtu4 by MSBMtr1 .SnIeyandCiig
Am



May 29 2009

Page 11

FOLA CONPDENT1AL TREATMENT EEQtJESTEb PU UANW 17.CF.R 2JO81

tmers to.Thitdpth ôrs whŁniakó vôtiiig atid iinIstnient

lecisions for the customers in these managed accounts

As is evident the two Channels hthre their own separate processes
for makmg

voting and investment decisions and where their own representatives are actually

eser sing discretionary auith ty.thec ision are balm pendent tots

Thtse processes will generally stay in place through the paities applicable ehet Periods

and combined with the other fiict set foith in thisietter minImize concerns regarding

the sharingofblfonnatiqnt41or4inated investment and voting dcc ions Whik

employees of each Channel at the senior levels miy interact from timeto tune

.iævest.an4yg.deisànarnt niadŁ and would

fl fgjBwIeJS

Comthencing atLegal.Day OneMSSi3MOrgith Stanley and CiIiUp will

maintain information barriers to protect their respective customers trading mfcimiaton.

Morgan Stanley and Citigroup will not share inforination abnt their ciistoine tming
with MSSB nor will they share with MSSB information about their

proprietary trading

except as necessary to indicatethe existence of inventory or to facilitate an MSB
trade MSSL3 will not bare inthrmation with Morgan Stanley or Citigroup about its

trading except as necessary to execute trade through MS or COMI Morgan tanley

and Citigroup will not share information about their pending nvestaent banking or

mergers and acqwaitlons transactionswithMSSB except to th eçtent MS13 is

participating with one or both firms in distributlun of securities ot as necessary to

enfoice statutory trading restrictions suciras the tender otter rules Although

MSSB will not maintain fornial information baniers between the Channel aud the S13

Channel we note that during the parties applicable Relict Periods registered

representatives in the S13 Channel will not havecomputer systents aceessto.eustOrner

positions and trading information in the MS Channel and registered representatives in

the MS Channel will not have computer systems access to customer positions and trading

infbrmation in the 513 Channel During the parties applicable Relief Perlod customer

trades intheMS.Chaiute1 will earcdThrmand custodied.at MS and customer

trades in the SB Channel will be leared tbrnnh and eustodie4at COMI As raidt

Megan tanIey anti Citigroup believe that it is unlilely that registered representatwes

and customers in the two separate Channels will have any practical ability to coordinate

tradingofsecurities

in addition to the information barners described above for variety of legal and

compliance reasons Citigroup will implement information barriers between it and MSSI3
on Legal Da One designed to permit the positions and activities of MSSB and Citigroop

not to be attributed to one another for the purposes of Sections 13 and 16 and Rule 14e-5

in accordance with the Dicaggregation Guidance However even though Citigroup will

have these infonnatia barriers in place on Legal Day One because Citigrou will not

aedCitigreup -QU



May292O09
12

FOTA CONFIDENTIAL TKEATMENTREQUEST D.PtJRStJA14T1o 17 cii 2oo

ff rts it.witI ntb in pôsitioiteliiebenefidal

ownership an4sànilar repqrts.on Legal DayOe

IV Temioran Proposal for Leai Da One for Monitothat and

fljjjhtSEC4 itredScuritIŁs1Jnder Seetions.13andindon
FormSR and Intentions for Such Momtun and Reporting Eor the Post

Riief Periods

Pmpaa1fir Thnporthy Kkf

During the applicable Rbef Period the Morgan tan1ey Parttes and the

caigrenp Paities appheahle wiR ottnUe rrespeeivtlrrentposnlon momtornig

and çf Of ntitie vhich they hav

investment diicretion poheies procedures and ptactices Badh of the 14organ Stanley

Parties and the Citigroup Parties will aggregate thesecunttes managed and/or

heneficaily owned tlie.portion of MSSB that was eontrlbuted ThatIs

the Morgan Stanley
Parties will include in their rnouitonng and reporting the MS

Channel and the Caigroup Parti will irnAude in their monitoring and reporting the SB

ChneJ ThMS Chennei.iseurrently monitored and reported on anaggregated basis

withMS and the.5t3 Channel is currentiymonitoredandreportf.on an aggegated.basis

with Citigoup There are dedicated groupl forea4t parent charged with ntonuormg and

retng positions and these groups will contue to do such nionitoxmg and reporting

for eab parentsiespective Channel during such parLys applicable RóhefPerioL

Duæagthe parties applicable Relief Petiods MSSR wIll not report separately any

uiiescialljwnedby

thateither the Morgan Stanley thCC Partiesare

required to file any reports during their applicable Relief Period on Schedide 131 or

Schedule 131 under Section 16 the relevant Parties wifl add footnote disclosure

disclosing their relationship with MSB In addition during their applicable Relief

Perieds once either the.Morgan Stanley PaniesortheCitignup Parties deterthine Jj
reportable threshold has been exceeded by ancl parties and their respective Chanpól such

parties will include in such footnote disclosure th portion of the holduigsthat is

ntrihetaJileto .MSSB .Bywayfeamp1eifthe CgmupFaieto fife

We..note thatwhile This information can bedetennined manuidly bycach party with

respect to an individual security for which
reporting threshold has been exceeded and

tiling is being made neither party eurreutl has theabili .O an oi oing and

FootnotiGontinue4 on Neit Page

1hu LP tediMSSt4o Stanley and 0012
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Schedule 1.30 to report the bene1icitI Ownershipof security which on an aggregat4
basis with the SB Channel exceeds rqortahie thresbokl they would melude footnote

disclosure rnthcatrng that CltigrQup owns 49% of MSSB and that the portion of the

security benefiiallyewne4br rssi is the isirersOutstanding.securities

With rpeeto FOrms t3 and SE the parties am iIarlypnpose that each ifthe

Morgan Stanley Parties and the Cätigvoup Parties wiM conilnue their respectw reporting

with.respitleshichm1ja iiWffiient screthor in 4ilch they

have reportable short position have engagçd in reportable short sate and

accordmgly wifl aggregate with and include in their reports the securities and

transa4ions in theit respective Channel The parties
will mlude legends in such reports

ConsiStent with thosI.descn bed mn.Part awe

Qj andrespetive levels of owi ershipin MSSB
Morgan Stanley and Citigrciup have dilfnnietables for

resolvrng theirreapectwe IT

challenges in orderto be in position to aggregate with MSSB and eventually

disaggregate MSSB in aeordance with the Disaggregatton Owdanec Morgan Stanley

may be able to completely ggreate its position monttormg and
reporting system with

MSSB on Legal Day One but in any event expects to be able to do so no later than

september 2009 and will disaggregate MSSI3 in accordance with the Disaggregation
Guidanee at some póiiit to be determined atler that date Citigroup expects to be aWe to

conpieteIy aggregatend.dia gatehi accordancŁwith the Disaggregation Guidaàce
from MSSB by tóinb3O.2009

daily basis the securities held b1the portion of MSSB contributed by tIle other party in

order to deteniune whether reporting threshold has been reached on an aggregated
hasis Se 17Cha1knges.IhT part bek

The partiesrec guize thatF 5fl was ädàptedpursuantto temporary rule seUo

expire on August 12009 and expect to follow similar approach with respect to any

succesior nile and/forn

With respect to this anticipated timing Morgan Stanley is currently receiving daily test

feed from itigroup which reports positlonsm securities withiti the S13 Channel Morgan
Stanley nIhep of adapting itS IT

Footnte Continued mi Next Page

Con lia Teatm qudhyMSsoMôrgamsanlcy andCaigmpOOi3
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Accordingly the parties request that the Staff ant tnporary relief to alEo each of the

Morgiin Stanley Parties the Citigroup Parties and MSSB to report po .itiQn5 on the basis

dearihe4 ahce in Proposal for Ternporay Relief du$ng the applicable Relief Period

Either Mdrgim Stanley or Citigroup may be in aositiàtitó begin reporting

which no Longer requires relief earlier than the other party in this e4thpartythat is

able to begin reporting without relief earlier will inform the Staff in writing accordingly

S.imilarly when eithir party begins disaggregating MSSBin accordance tith the

Disaggregatina Guidance which may be betorc or after the other party it will inform the

Staff in writing accordingly

Intihfions for the Post-Rd ief Periods

Following the integration of the MSSB data into the Morgan Staulcyand

Citigrup lTsystems the partie .wi1l.ha the ability to compiyWith Sectioit 13 and 16

and Rule 10a3 and to monitor and report their respective ownership positions

independently The partics expect this willoceurno later than September 302009 Each

ratty would report as described in Part I.C aboveunderFolkwitig the Relief Periods

As of Septembei 30 2009 Citigroup ets to disaggregate MSSB in

accordance with the Disaggregation.Quidance for purposes of monitoring and reporting

intCrests At future date to be determined Morgan Stanley expects to disaggregate

MSSB in accordance with the Disaggregation Guidance for purpqse.of monitoring and

reporting Interests These stluetures will ensure that MSSB is operating as sepamtc

entity from an investrnept perspective and mac.ing independent invesrtnent voting

disposition and oTher ownership deciiioiw At the thnC these information barriers

policies and procedures are fully implemented the iT capability wilt exist such that

accurate and.timly monitoring and reporting may bc.dqae for MSSWs awn positkns

Ratioflale for Requested Relief

FootnOte continued from PteviOu Page

position information with its own position information arid that of the MS Channel

Citigroup is similarly recer tag test feed from Morgan Stanley which will enable It to

report positions in secunties within the MS Channel The mplernentatron of these feeds

in progress .and.willbe cotntetedbytheend of the parti applicable Relief Pbtids

at which tinethpositiôns within thetwo Channels MSSII will aitibe able tti be

conibittedfrom an IT pCrsptive

Ctaniitktht Fra entRquetadby MSSII Morgan Stanley udCtagrtup 0014

A/73025280 13
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ljeyC reqnestfor relief

Fbeuson Agncy Bath tThwr1rind.Tra4ng

Because CitIgroup.ia not contributing a..principal tradhig.businesinMSSB and

Morgan Stanley is cottnbuting just inal1 pnncipal tradrng bustness the pnmar
business 0f MSSB will be retail brokerage and private wealth management and the

majority .ofp itionsrein customer aceounts the majority of which are non

discretionaiy Ahutoigh MSSB will engage in limited amount of principat trading

expected to be for the purpose of taedttatmg customera such tradmg is expected to

represent relatively small pptfton ltsveratl acftvitie As result Morgan Staute

and Citigroup expect that on its owti MSSI3 wilt rarely tf cver teach reportable

If the requedieliefis granteed.f oga Sanl1y and CitLgipwill
continue to aggregateiud incintle ii rnthfaged and/or beneficially owned by ts

respective Channel with securltie itln anÆgØandtr beneficially Accordingly

even though the proposi4 structure may in pint be mconisient with the strict

requirements of Section 13 and Section 16 thproposat satistie the regulatory rationale

hehindthese requirenaentii The proposal will temporarily fulfill the re ilatc jectives
for accu jufonuatjoi.jn.tjje marketplace to the extent applicabk thresholds may he

ececde4

urihxtPub

Absent the requested relief it is possible that the transaction will notbe able to

close mutt the IT systems are developed to permit aggregation and as appireable

disaggregatkrn ofinformationrequired to bedisciosed Howev.erthe importance of the

swift and suceesful completion of the joint venture in the current market environment

cannot be underestimated We believe that the monitoring and reporting challenges faced

the proposed Joint venture are unique and possibly unprecedented also believe

that given the reasonable alternative reporting proposal contained in this letter the

balanceof public interest weighs in favor of granting the Linuted and temporary requested

thQL wh.The closing of the rananctiOu would hatp.tClayetL

Cod ucsrsdIy Mn4Citit.Q1$
/73Q$5fl33
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.First the ent.fnaneiaicnsjscreate special fbr ureny Iost
joint vrttre Iran action fte adflon will provide cercÆintyat äthneWhi .investr

eanfliion isiife and..contidcn jjCustOmers of the two firins.öuldbó provided

assurance of the future structure of their securities firm ihen many are uggling with

fundauieutaquonswhin they can trust with their finances andturn for ad4ce

Seond the jint venture strticttire propOsed by Citigroup and Morgan Stanley is

unusual Most transactions tuvolvuig changes of ownersiup of broker dealer are simple

aequisttion not cqurung thmergr of two retail operations with ong.m atraugemelns
with two tgaey thins hese ongoing arrangements with the

lejacy
ftts create special

complications in omplnwith Sections 13 and 16 and Rule 1O3T and others for

winch we are seeking separate rehel Moreover the shauing of legacy firm owner1np
data that trequwedtpertbnn this aggregation raises significant ongoing business

concerns fur the legacy Irms businesses that are not cotitributed to MSSI3 particularly

for Caigroup which does not have management control over MSSB Not only do these

u4que inonituring and reporting challenges arise inn ost.truuisactions as 8iscuscd

further in thenext pragraph they .alsoÆreunore challenging in this transaction than the

issnesitiore eótuintuniyraised

.114 the..acaIofthejmtventure is unusually lage touchinniore than lO

nuillioncnstomeraecountsandereatiugtechnoegkalchaLengesa1nene scope Fo
MSB Morgan Stanley and Citigroup to respond tu the resulting disclosure challenges

they must make extensive changes to multiple systemscovering range of momtormg
and busmesa uses Gwen their scale temporary manual fixes to address these problems

are notp..aetlcableairdwould not.resultin aceurateintbrintion heinglconsistOstly

provided in timely manner to the public The scope of these systems changes is perhaps

unprecedented for combination of retail operations

Vouiih ificant haflettges posed by the seop ofthese tuniS

changes MSSB Morgan Stanley and Cutugroup are committed to implementing the

changes in tunely and comprehensive manner Therefore the requested relief to last

only for the
relatively aliout interim period until such implementatton is eomptete so that

by closing the

1See SECNo-Action Letier Her Mkstys Gvernrnent

Rçportrng datedDecenjier 10 20O8 which was granted in part based on the United

Kingdom s.governments.response to i.e international financial crisis

kutiàl RquitödbyMSSl3 MorgSl.ªdCitOQI6
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tansaction as soon as possible The iested relief will allow the parties to cloàtb
transaction more quickly and is appropriate and in the public interot given the cunent

financial market tunnoiL

tn view of the uniu structure olthe joint nture transactio thescalóofthe

joint venture the massive resulting ys1emsclianges Ike utneetLtoprovide certainty

to customers and the tunnçnl in the financial uiarkets %W believe that it should be

possible fOr the Staff to provide relief In this situation without creating precedent that

may be used by others where the eigent umstanees present here do not exist

Moreover we believe that the proision of relief in this circumstance will benefit

investors and the public and will not be the Commissions investorprntecrion

toandate

Coordinaiof6iohd.Reu1dfoiy.11imes

Each of Morgan Stanley and Citigroup IS subject to dilosure of interest regimes

globally with each having its own requirements a4standards tbr global monitoring and

reporting Accordmgly momtormg and reporting on gkibal level will require an IT

system thatwill worn eflbctively on glóbàl basis and impIØmentiii.thIsystein Will

tijk time

EL iT Challenges

Fr ivmay bedifficoh tbr Morgan Stanley

to resolve the IT integration thafleriges prior to or immediately after closing the

transaction such that they and MSSB may effectively monitor and report in any way on

Legal Day One other than what is proposed As noted abov there will be signifiCant

iork involved in integrating the M5513 data intO two oJupaues IT systems and in the

tricantune there will be substantial product dataand system dissonance That said the

two firms are nalingdiIrg efforts and have project teams in place to achieve sufficient

IT integration as soon as piattcable to be able to comply with di ckiurareguIations and

maintain the confidentiality ofaensitwe ownership data withotit needing to implement

onerous manual solutions To date each of MS and Citigroup base ecbanged data feeds

of their reporting positions that will be contributed to MSSI3 on Legal Diy One and the

parties are working.ith.lhe feeds as described inNbte 9abeve Hdwevei the pthtiŁ

expect the Integration issues ibr the IT systems that are relevant to position reporting to

be resolved gradually over few months with goal cif complete integration by

September 302009 Each of the two firms has project plan with clearly defined iT

milestones and oals and which sets out the stepsthat have been taken and the stepstbat

remainto be takOn trd.intógraion

To the extent that T.syseipsarentintegratedas necessary te fÆcflitate

compliance by Legal Day Qne rwonld bethotly ptnsiblc

8igh Ii4 TrÆtmecnd by MSSF
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rgohition abs trelief HOwever the

operatlona makes such manual workaround impractical and any frmof mannal

wokaround in two very large organizations rases zgn nteoneerns regarding the

rin1tty of data and the resulting eonclusions and reprwtmg In addition preparing atid

imjlementrng thee manual workarounds would require aignificant IT work and would

ultimately distract and delay the finns respective IT groups as well as their comphanee

personnel from their primary goal of IT Integration and strict compharice with the rules

in the neartºrm

The foliowiagare some of the IT issues..thanutst.heresólved before The

uccessthl uflegratmcin oithe MSSI3 data into the Morgan Stanley and Citigroup IT

systems for oniteiin disclostfres purposes

jrlenfljssti Per many eeurltiea there 15 ito

common intematimiat security identifier This is partteulady the case for

stmcmrecJ products and derivatives where the linkage between The

derivative and an undeilyang hstedeeurity may needto be manually

established tO ensure that firm .s aggregate.pesition diitals accurate

Morgan SUinle and Citigroup use ditTereut methods of identifying these

securitic in their respeciwe databases As resulç there wilt be

4mscrpaneies if the position data is unegratcd premanweiy To resolve

the

discrepancies beibre the Cotitnbuted Busmesses position data may be

qojnlned The process of creatirg uh table and tnapputg the teleyant

data frmCiftgroups systelna to Morgan tanlys and vke veria will

bertitnsuntingddiffiài1t

Data Model Dfffirenccs Morgan Stanley and Cittgmup use d1fexent

dntiiittodalsland ultin MelyIeapfurcThefr position data differently

Morga 5odCiii róerkiiig together tOfifldaóOflifltPfl

data modelin .order.o.proccssihe posftionstQgether Eab IT system

collects different information about customer accounts and even where

they collect the same mnfonnation they may do so differently

contphcartng efforts to deternune which data should be included in

reports and bow it should be calculated particularly for purposes of

populathtgSchedulesl3D1GFonn 1W and FonnSH

JtJthftlodiPj3 Due to the sensitivity of the data

Morgan Stanley and Catigreup must agree on secure way to transfer and

warehouse cross-firm information to ensure that confidential infbtmation

is not disclosed Although Morgan Stanley and Citigroup have different

tools available to do this they must agree upon standaMa to be

implemented on both side.ii order to begin auti atedi missions in
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secure manner Thitakulae if one of the parties needs to

aquireamI install ewtodis inordertu.supportthes requirements

As rioted ahove the parties expect these various Tinregtion iuesjo be resohed

gradually over few months with goal of complete integration by September30 200.9

Te.mporary.W UtiOi

Fi.nal1y and most notab1ythe proposal ftr Legal PyOne sin1ya tÆporwy
aohki ptoposed in the inietest of providtng market tnuspareney under thfficutt

eirumstagces It is not permanent mid is nierely meant to bridge the reporting gap until

the in egitioit issues ftw the IT systems that ar rekvantto
positron reportrn are

resolveI With respect tthe Morgan Stanley Parties this may be ty Legal Day One but

could extend until Sptember 30 2009 and with respect to the Citigroup Parties mid

MSS3 this is expected to be by September 30 009 Each of the Morgan Stariley

Tartie the Citigroup Parties and MSSB will momtor and report in compliance with the

rules as written as soon as ucb patty has the independent capability to do so or shortly

thereafter As noted above either Morgan Stanky or Citigroup may be in position to

begin reporting on basis which does not require relief earherthan the ether and earlier

than MSSBm this case the party that is able to begin reporting iithout relief earlier will

inform The Staff in writing iiceordmgly In addition when MSSII begins reporting on

Stebasi5 ISI inform the.StatiInwrftingacorÆ

VL Concisbin

In conclusion MSSB the Morgan Stanley Pa tins and the Citigroup Parties

request thattheStaff.of thelMvisid Corporation Financeand the.Diviionof

Investment Management confirm that they would not recommend tp the Commission that

ii take enforcement action against MSSB the Morgan Stanley Parie or the Citigroup

Parties under Section 13 and Secttou 16 and Rule 10a3T ifthey temporarily report

positions on the basis dOerihedabevº

VU Cfideflh1 Treatment

As of the date of this letter the parties haie not publicly disclosed certain

rnfrmatto coritamed herein mcluduig their expectations regardtng the closing date of

thri transaction Pubhe aatlabthty oflbs itifonnation could bav adverse eonscqienees
for the parties Por empiean unexpecteddelay in the iIosirig coWd beiitterprted by

market partktpants as an indication that there are material difficulties with the joint

venture when none in fact exist Accordingly notice of tins letter is also being sent to

the Office of Freedom of Informatiu and Privacy Act Operations of the Commission
and we respectfully request that the Carnm.ission acoritreatment to this

requestandauy written response frrim the Staff thereto pursuant to .17 C.PR .2OOi

iaZqiisu4by M8BMQItiP.$
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until the $rlierofiQ thoClosing.Date.andtJi the date that Is 120 day frójn.thedtof

the Stats response to this letter

Please contact Laurie Cerveny of BinghaniMcCutchen Lii at 617 9514527
Miseha Travers of Davis.Polk Wardwell att650752-20 14 ór.the undersigned.atthà

above pbonqnumbertodiscussany questions or comments dis letter

Sincere yours

John
R4utzschneider.

ct Michelle OhaSIMB-ganStanky
Anne Cooney Qtorgap Stanley

RoseAnnejticbterMbrgan Stanley

Dennine Dullard 11brp Stanley

Joycó Kra.QviogØnIStanley
Michelle Wilke Morgan Snley
Neal Sullivan Bmgham McCtncben LLP
Amy iCroll BihatOrMbQitthen LLP
Nardy CalkMrRmg$am MeCutehen LLP
Laurie Crvcny Bwghain MoCutchen LiP
KarynPolak Uttigcmpthc
All tCatsh an Citigroup ihe
Lai.ny Schwartz.Davis Polk WarI well
Miicha Ttavers.iiayis Polk BcWardwell

CfMithtIaITMaancifleqtsMed br MS$tl MorganlSist y.anctcSugrmqt -0020

Wham MttCutthswLtP A/7302R2$0J3


